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Board of Oil, Gas and Mining

October 11, 1995

TO:

THRU:

THRU:

FROM:

RE: Request for Board Consideration. Self-bondine Contract Proposal. Kennecott Utah
Copper Corporation. North Impoundment Expansion Project. M/035/015. Salt t ake.
County. Utah

Kennecott Utah Copper Corporation has requested an opportunity to address the Board
of Oil, Gas and Mining during the executive session of its October 25, 1995 hearing. Mr. Kenneth
P. Done of Kennecott Corporation has asked if he could present a conceptual self-bonding proposal to
the Board regarding Kennecott's latest North Impoundment Expansion Project. This project is
nearing the final stages of permitting with the Division. A preliminary reclamation cost estimate of
$16,000,000 has been calculated by Kennecott. Should the Board look favorably upon the conceptual
self-bonding proposal, Kennecott would then be prepared to make a formal request seeking the
Board's approval of a self-bonding contract as the preferred form of surety at a future @robably
December 1995) hearing. The Division does not have a recommendation on this conceptual proposal
at this time. However, we would find it difficult to accept and keep confidential, any information that
is not conternplated or defined as acceptable material by appropriate rule and"/or statute.

Attached for your review are copies of the following documents:

l. Cover letter to James W. Carter (requesting October/95 Board appearance).
2. Attachment I - Kennecott's Position
3. Attachment tr - Summary of Financial Strength (per DOGM Self-bonding

Qualification Sheet)
4. Attachment III - Draft Cover ktter (addressing Kennecott's confidential 1994 Annual

Report)

Thank you for your time and consideration of this request.

Attachments
M035015.slf
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James w. Carter, o,rp*N$>rSj

Lowell P. Braxton, arXJ. Director

D. Wayne Hedberg, Permit Supervisor
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Kennecott Corporation
10 East South Temple
P.O. Box 11248
Salt Lake City, Utah 84147
(801) 322-7000
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October 10, 1995

Mr. James W. Carter
Director, Utah Department of Natural Resources

Division of Oil, Gas and Mining
355 West North Temple
3 Triad Centeq Suite 350
Salt Lake city, utah 84180-1203

Dear Mr. Carter:

The purpose of this letter is to request your assistance in providing me with an oppornrnity to
address the Board of Oil, Gas and Mning during their Board meeting scheduled for October 25,

1995.

My comments will focus on Kennecott Utah Copper Corporation's desire to self bond our
reclamation responsibilities associated with an expansion of our existing tailings impoundment.

The expansion being referred to as the North Impoundment Project. In additioq ifthe timing is

appropriate, I would like to address the issue of self bondittg in general for large mining

companies within the State of Utah.

In requesting your assistance in securing a spot on the October 25, 1995 agend4 please be

advised of the following(Attachment I is a zummary of our positioq which dong with
Attachments II and III could be delivered to Board members fortheir review prior to the

October 25 Board Meeting):

. We have reviewed the State of Utah Department ofNatural Resources Division of
Oil, Gas and Mining's (the Division's) amended and new rules for minerals

reclamation programs R647-l through R647-5 and believe that we will meet our

responsibilities as established by the rules, as related to the North Impoundment

Project.

. We have reviewed the Division's standard reclamation contract and believe that we

will meet our responsibilities as outlined in connection with the North
Impoundment Project.

. We have reviewed the Division's SelfBonding and Indemnity Agreement and

believe that we will be able to comply with the covenants ofthe agreement.
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. We believe that we can meet the spirit of the requirements of rule R647-4-113 part

4.16 which states that the Board may accept a written self-bonding sgreement in

the case of operator's (Kennecott Uiah Copper CorporatiorL a who[y-owned

subsidiary of K"*"*tt Holdings Corporation) zufficient firygl strength'

Attachment II is a summary of lur financial strength as reqlired-b-V the Division's

self Bonding Qualification sh""t. Attachment IIlis a confidentiality egreement (or

simifar agreJ.in if this is not acceptable to the Division) that we would request

the DiviJion to sign prior to providingthe Division with our financial statements'
- 

We believe the agreement isiraftea in ttre spirit of Rule R647-4-l 15 entitled

"Confi dential Information".

Please let me now if you have been successful in securing a spot on the agend4 as soon as

possible. You can reach me at 322-8004. Thank you for your assistance'

Sincerely, ,lL
K. P. Done

Attachments



ATTACHMENT I

KENNECOTT'S POSTTION

Kennecott respectfully requests the Board of the DMsion of Oil, Gas and Mning to

consider our positionihut *".""t the requirements to self bond our reclamation responsibilities

(estimated at'$16 million) associated with an expansion to our existing Tailings Impoundment'

iTh..*p"nsion being referred to as the North Impoundment Project).

q

In requesting the Board to consider this positioq please be advised of the following:

We have reviewed the State of Utah Department ofNatural Resources DMsion of Oil'

Gas and Mining's (the Division's) amenied and new rules for minerals reclamation

programs nO4i-r ihrougtr R64Z-5 and believe that we will meet our responsibilities as

IrtuUti*t"a by the rules, as related to the North Impoundment Project'

We have reviewed the Division's standard reclamation contract and believe that we

will meet our responsibilities as outlined in connection with the North Impoundment

Project.

We have reviewed the Division's Self Bonding and Indemnity Agreement and believe

that we will be able to comply with the covenants ofthe agre€ment.

We believe that we can meet the spirit of the requirements of rule R647-4-l 13 part

4.16 which states that the Board may accept a written self-bonding agreemenJ in the

case of operator's (Kennecott Utah 
-Copper 

Corporatiorg a wholly-owned rubsidiary

of Kennecott Holdings Corporation) sufficient financial strength. Attachment II is a

summary of our finaicial stiength as required by the Division's Self Bonding

Qualification Sheet. Attachment III is a confidentiality agreement (or similar

alreement found acceptable by the Division) that we would request the Djvision to

siin prior to providing ttt" Oiuition with our financial statements' We believe the

aiteement is drafted ir ttte spirit of Rule R647-4-l l5 entitled "Confidential

Information".

If the Board accepts our positiorL we will work with the Division to draft a confidentiality

agreement that is acceptable to the Division and to Kennecott, and provide the Division with the

required financial statements that support our financial strength.

In conclusion, self bonding on a $16 million surety obligation can save Kennecott between

$63,000 and $160,000 annually, and we believe our financial strenglh warrants your aPproval to

allow us to self bond.



ATTACHMENT N

SUMMARY OF FINANCIAL STRENGTH
";ER 

iTD DTVISIONS SELF BONDING
^ - quALIFICATToN STIEET

Not APPlicable
1. Current Rating

or

2. A- TangibleNetWorth

B- Total Liabilities/Net Worth

(2.5 times or less)

Significantly greater than $10 million

2.5511at fune 30, 1995

it i, ao., not meet the2'Sll requlrement'

il;";; *ottn it 
"t"u 

ou"t s0 timg; that of

lilJ;;; iiC f iui* surety' and with the

current copPer pnc€s the ratio $odq be at or

i.i"* z.sif prilr to the Board allowing

Kennecott to selfbond'

2.8811at fune 30, 1995

i:-,:r
rd \i|b/
Eq

C- Current AssetVCurrent Liabilities

(1.2 times or greater)

3. Nol Applicable as two was completed

however:

A- Fixed Assets in the United States Significantly greater than $20 million

(At teait $20 million)

B- Same as 28

C- Same as2C

Has the operator been in continuous operation

fffi;Jan s y""ttr (Submitted 5 annual 
yes, we can zubmit 5 years of annual reports

Has the operator furnished financial statements

"t*"t"a 
fv - independent certified public

accountaniin conformity with generally 
We can

accePted accounting PrinciPles?

Has the operator furnished unaudited financial

,tut"t.nti for completed quarters in the

current fiscal ta:< Year? We can

Has the operator supplied other useful

information a"t"t*i'ning financial qualifications? We can

;
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ATTACHMENT III

Kennecotl CorPoration
1O East South TemPle

P.O. Box 11248

Salt Lake CitY, Utah 841a7

(801) 322-7000

October 9, 1995 Kennec€
James W. Carter, Director

U,un O"put**t of Natural Rcsources

Oiuitiorrof Oil, Gas and Mining

355 WestN"ttn f*tpi", 3 Trial-Ccnter' Suitc 350

sur, r-arc city, utah 84 I 8G1203

DearMr. Carter:

i f,ffiff#ffifff'ff#ffi"i##Hffi'"1'H"Fi!"f#tffi;

' 
'****lx"xl"#hffi,#":$$:htttut"aoitntheNortlrernExpans'lonc

Tholkrmecoa crroup is not required to furnish financial information to the public' unauthorized disclosure of

financial i"f"*r"td;;;JtJ a"ri-*tuito rnt i"r-*" of the Keonecott CtrouP'

prease recognize that the cnclosed fin1nci{ information is thc propertiy of the Kennecoc Gro'p and may not be

**E*'*'d d"ffill:y*ffiffi Hf mffif;tt 
pi"i'iol of oil' Gas and

lt{ioi"g (the Division) without spectlrc w

naffi 
Tbe Kennecoc c'orp requires yolr 8gr€ement tbat the infonrration cnclosed h€rEr^'ith will be used solely for the

limitod prrposa "r,t";*ri",i*-w,r,i"iliir-r,, "r"* "bild;;il;"* 
;t"itt bc naintainod in srict

oonfid€r,ce by the Dvision in accordance# ,h" ;; of this ,"#,il'i 
" 'iJtpi* "r 

Min€rals Rrrle R647-4-

il;;,1#'Confidentiallnformation"' -

please acroorrredp your agrygm€{$ to ttrcse terms by ,i4t"q 11 
r€Orning one of th1 dupticate originals of thi s

letter to me. If you are unable to *.pfyiilJdr.-O" t"""fop" to me unopened-

SincerelY,

RogerP. Johnson

Enclosure

Recipient Signature

By:

Title:
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rechnbat and other se,'ces oa3eha!!:s attttiates'

Kennecott@,po^:"1y::9"#iT,lr"!^?i;Si[.j;2;?ii'##i:"itr;iff#:;!'::"";;'i""iio-u^ncoppercorptation'
includng Kennecotl Mne(als (


